
ELLIS '-LAWHORNE

John J Pringle, Jr.
Direct dial: II03/343-1270
rlr l ~le elllele horne. earn

April 20, 2005

VIA ELECTRONIC MAIL AND HAND-DELIVERY
Charles L.A. Terreni, Executive Director
Public Service Commission of South Carolina
101 Executive Center Drive, Suite 100
Columbia SC 29210

RE: Application of Lake Wylie Community Utilities, Inc. for Adjustment in

Rates and Charges for Water and Sewer Services
Docket No. 2004-353, Our File No. 751-10186

Dear Mr. Terreni:

Enclosed for filing please find an original and tweny-five (25) copies of the

Rebuttal Testimony of John C. Malpeli and the Rebuttal Testimony of James Yokum, Jr.
for filing on behalf of Lake Wylie Community Utilities, Inc. in the above-referenced docket.

Please stamp "received" the additional copy of this letter, and return with the

bearer of these documents.

With kind regards, I am

Yours truly,

John J. Pringle, J
jjp/cr
Attachments
cc: Office of Regulatory Staff (via electronic and first-class mail service)

Mr. John Malpeli (via first-class mail service)
All parties of record (via first-class mail service)

Ellis, Lawhorne 8 Sims, PA, Attorneys at Law

1501 Main Street, 5th Floor ~ PQ Box 2285 ~ Columbia, South Carolina 29202 ~ 803 254 4190 ~ 803 779 4749 Fax ~ ellislawhorne corn



BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2004-353-W/S

Application of Lake Wylie Community
Utilities, Inc. for Adjustment in Rates
And Charges for Water and Sewer
Services

)
)
)
)
) CERTIFICATE OF SERVICE
)
)
)

This is to certify that I have caused to be served this day, one (1) copy
of the Rebuttal Testimony of John Malpeli and James Yokum, Jr. by placing a copy
of same in the care and custody of the United States Postal Service (unless otherwise
specified), with proper first-class postage affixed hereto and addressed as follows:

Office of Regulatory Staff
Legal Department

PO Box 11263
Columbia SC 29211

Mr. Wallace G. Martin
1051 Sentinal Oaks

Lake Wylie, SC 29710

Carol Roof

April 20, 2005
Columbia, South Carolina
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)
)
)
) REBUTTAL TESTIMONY
) OF JOHN C. MALPELI
)
)
)

Q. Would you please tell the Commission your name and business address.

2 A. My name is John C. Malpeli and my business address is 1295 State Line Road,

Clover SC 29710.

s Q. By whom are you employed and in what capacity?

A. I am an owner of Lake Wylie Community Utilities, Inc. ("Lake Wylie").

s Q: Have you testified previously in this Docket?

A. Yes. I previously filed Direct Testimony in support of Lake Wylie's request to this

10 Commission for an adjustment of its water and wastewater rates and charges.

12 Q. What is the purpose of your rebuttal testimony?

A. The purpose of my rebuttal testimony is to respond briefly to the Direct Testimony filed



by Dawn Hipp and Roy Barnette on behalf of the Office of Regulatory Staff. In

addition, I would like to respond to the testimony provided by the residents of Lake

Wylie at the Night Hearing held in this Docket.

6 Q:

6 A:

10

12

Have you reviewed Dawn Hipp's Exhibits DWH-6, DMH-7 and DMH-8?

Yes, I have. These exhibits show information regarding several alternative rate

increases, the total amounts of those increases, the percent increase in rates associated

with those rate increases, and the operating margins that would result from these rate

increases. As outlined in Ms. Hipp's Direct Testimony on Page 10, the ORS has

provided a "suggested operating margin range of 10-15%"because that range strikes "a

more prudent balance between the consumer's need for affordable, quality services and

LWCU's financial health. "

13

14 Q: Can you shed some additional light on "LWCU's financial health" ?

16 A: Yes. As I demonstrated in my direct testimony, Lake Wylie has operated at a significant

16

17

18

19

20

21

22

loss for many years due to a steady increase in the expenses associated with operating

the water and wastewater systems. As further demonstration of these significant losses,

attached as Exhibit One is a document summarizing Lake Wylie's aggregate revenue

and expense information from 1994-2003 (excluding 1999) as reported to the

Commission on our annual report forms and as set out in the testimony of ORS

witnesses. As shown on that document, Lake Wylie has sustained significant losses for

every year during that time span. In fact, our losses were actually higher than our



revenues in 2000, 2002, and 2003, resulting in operating margins of over negative

100%.

4 Q: In view of Lake Wylie's financial history and condition, do you have any

comments on the ORS' "suggested operating margin range"?

A: I don't think that this range gives the Commission the proper context for addressing

10

12

13

what operating margin is appropriate for Lake Wylie. Recall that the utility has never

had its rates adjusted following the initial rate establishment in 1982. Further, as I

discuss above, Lake Wylie has incurred substantial losses during each year of its recent

operations. An operating margin in the range suggested by Ms. Hipp does not fully take

these facts into consideration. Thus, even a 15% operating margin, which according to

Ms. Hipp's testimony produces an additional $109,184 in revenues for Lake Wylie,

would only begin to address the historical losses suffered by the Company.

14

1s Q: What other factors not considered in the "suggested operating margin range"

16 should the Commission consider?

17 A: During this rate case, I have had to repair and replace a great deal of the equipment

18

19

20

21

22

associated with one of the wells in the system. The pump on my ¹2 well came apart

causing the submersible motor to burn up. Both pump and motor had to be replaced

along with 120 feet of 4-inch galvanized pipe. Also, my ¹1 well had the relief and

check valve and the 440-volt main breaker fail, adding further to our expenses. As the

invoices attached as Exhibit Two demonstrate, these necessary repairs to the well cost a



total of $15,107.14. That amount alone would account for almost all of the $16,412.50

that Lake Wylie would earn with an operating margin of 10%, (based on Ms. Hipp's

revenue requirement of $164,125 as set out in Exhibit DMH-8). Further, Lake Wylie's

expenses for its sewer operators are increasing dramatically: These monthly expenses

doubled in August of 2004. Although our customers may not be aware of these

expenses, well repairs and operator fees represent the types of expenses (among others)

incurred by the Company on a regular and ongoing basis. These factors need to be

taken into consideration by the Commission when setting an appropriate operating

margin.

10

Q: Please comment on ORS witness Barnette's Adjustment ¹14 related to the

12 amortization of rate case expenses.

'1 3 A: Mr. Barnette, at Pages 10-11 of his testimony, proposes to amortize rate case expenses

15

16

17

18

19

20

over a five-year period, based upon the fact that the last rate proceeding for these

systems "was 22 years ago." By contrast, Lake Wylie's Application proposed an

amortization period of three years. As set forth above, the significant expenses Lake

Wylie has incurred and will continue to incur with respect to its operations will likey

force the Company to seek further rate relief within three years, if not sooner. Thus, the

three-year amortization period proposed by Lake Wylie for these rate case expenses is

particularly appropriate.

21

22 Q: Do you have a response to those Lake Wylie residents who appeared at the night



hearing in this matter and questioned the amount of the proposed increase in

rates?

A: Yes. While I understand the concerns of customers regarding the size of the proposed

increases in rates, I believe the Company's expenses, as set out in the Application and

my testimony, speak for themselves. As demonstrated by my Direct Testimony and this

testimony, the costs of operating these systems have increased far beyond the revenue

the utility has been allowed to earn, and these expenses are only going to continue to

increase. Lake Wylie simply cannot continue to operate without substantial rate relief.

10 Q: Please comment on the "appropriate" rate increases as suggested by protestants at

the Night Hearing.

12 A: Several protestants discussed a percentage rate increase that they considered appropriate

13

15

for Lake Wylie, using "cost of living" increases as an analogy. As the figures in the

Application and in my testimonies demonstrate, expenses for Lake Wylie have simply

increased at rates higher than inflation or other "cost of living" measures.

16

17 Q: What is your response to residents' comments regarding the taste, odor, and

18 mineral content of the water in the Lake Wylie system?

19 A: As our Application demonstrates, the water Lake Wylie provides meets all applicable

20

21

22

drinking water standards as administered by SCDHEC. The filtering devices and

systems suggested by residents might indeed address the mineral "hardness" of the

water. However, any such enhancements to the system would further add to the high



costs of operating the systems. I always stand ready to work with my customers to

improve the water and wastewater services Lake Wylie provides, but we cannot take

steps that would increase expenses to the point where the financial viability of Lake

Wylie is threatened.

6 Q. Does this conclude your testimony?

7 A. Yes it does.
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LAKE WYLIE WATER AND WASTEWATER FINANCIAL INFORMATION DRAWN FROM ANNUAL REPORTS ON FILE WITH THE SOUTH
CAROLINA PUBLIC SERVICE COMMISSION AND THE TESTIMONY OF THE ORS

Year Total Revenue Total Expenses Net Income Operating Margin
1994
1995
1996
1997
1998
2000
2001
2002
2003*

68,623.00
75,380.00
79,964.00
82,811.00
83,806.50
83,252.75
79,853.75
76,193.50
68,240.00

96,615.00
108,933.00
110,266.00
122,640.00
151,878.63
167,961.96
159,102.82
1 54,642.73
143,061.00

-27, 992.00
-33,553.00
-30,302.00
-39,829.00
-68,072.13
-84,709.21
-79,249.07
-78,449.23
-74,821.00

40 79%
-44.51%
37 89%

-48.10%
-81.23%
-101.75%

99 24%
-102.96%
-109 64'/

Total -516,976.64

* From Audit ExhibitA to the Re ortofthe Audit De artment, Office of Re ulato Staff

Rebuttal Testimony of John C. Malpeli
Exhibit One
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81/82/1'9'92 82: itB 883-831-9977

Al I'LL SIIONMI
P.O. BOX 888710
CWARLOTTE. N, C 2tt268-8710

8700 BRO()KSWIRE BLVD.
CHARlOTTE. N C 28218
PH, 704-399- I 50$
FAX 704-388.2608

, NC.

O'AKE WYLIE MOBILE

INVOICE
gQ 22877

BI LAKE WYLIE MOBILE HOME PARK
L 1295 STATE L INE ROAD
L CLOVER SC 29718

T
O

8 LAKE WYLIE MOBILE HOME PARK

I 1295 STATE LINE ROAD

T CLOVER SC 29718

83/31/e5 22e7i
~

F81862

TXCKET 8
UNIT

@TV M%iS DESCRXPTION
UNIT
PRICE

EXTENDED
PRXCE

W/0 e - A58316814

RELIEF VALVE POPPING OFF, CHECK SYSTEM
83/17/85 TRAVRI, TA SITE AND CHECKED SYSTEM. CHECKED POWER

SUPPLY, CONDITION OF MOTOR AND LEADS, AND STARTER. CHECKED
MOTOR AMPERACE ANI) ROTATION, UNIT CHECKS GOOD PUMk'IMG

THROUGH %VIE BLOW OFF VALVE. OPENED VALVE TO THE SYSTEM AMD

CLOSED THE BLOW OFF VALVE~ RELIEF VALVE POPPED OFF, WITH
BLOW OFF VALVE OPEN THE RELIEF VAIVE HOLDS INSTALLED NEW

PRESSURE RELIEF VAI, VE AND RESTARTED THE PUMP, VALVED POPPED
OFF AGAIN. TOOK FMLHGE CHECK VALVE &(PART AND FOUND SEAT AND

GATE WASI6$ OUT l HOUGH FOR THE DISC TO HANG UP IN THE SKAT.
REPLACED CHECK VALVE AND RESTARTED, RKLIEF VLAVE STILL
POPPED OFF. INSTAL1.EI.-P GAUGES ON LINE TH CHECK PRESSURES,
NEW VALVE MUST BE BAD. WILL TARE NEW AND OLD VALVES TO
SUPPLXER TO HAVE CHECKED OUT, AMD POSSIBLE REPAIR CREST.
03/38/85 'I'RAVEI 'L'() SITE INSTALLEI3 NEW STYLE RELIEF VALVE
AND RESTARTED PUtfp. NEW REI IEF VALVE HOLDING AS XT SHOULD.
OLD RELXEl," VALVE CANNOT BE REPAIRED, WILL HAVE CHECK VALVE

CHECKED TO SEE IF TT CAN BE REPAIRED.

A503168&4 I .88 LS MATERIALS
8.88 HR GOMMERICAL SVC-LBR-REO/2 MEN
I .88 I S MATERIALS
4 ~ 88 HR COMMERICAL SVC-LBR REQ/2 MEN

2ti9, 65
98.8e

458 . .18
98,ee

SALES TAX

299.65
72e.ee
458.18
36e.ee

'Inance Charges Accrue At 1 '6',' Nlent t. ly.
this eooount goes to oolleotlon said party is
sponsible for oourt cost and collect!on fees. 1,837.75

TAX
45 ~ 47 1,883 ' 22



81/82/1992 82:88 883-831-9977

AhcCAKL ea0%iNS, NC.
P.O. BOX BBB7la
CHAHLO I'YE. N. C, 28266-8710

6700 BROOKSHIRE BLVD.
CHARLOTTE, N, C, 28216
PH. 704-399-1606
FAX 704-398-2606

AAKE WYLIE MOBILE PAGE 84

INVOICE
+0 2 2$93

B
I LAKE WYLZE MOBILE HONK PARK
L 1295 STATE I XNE ROAD
L CLOVER SC 2971.$

S LAKE WYLXE NOMLE HONE PARK
I 1295 STATE LIl4E ROAD
T CLOVER SC 2971$

~ ' I ~ 0 ~

$4/$7/$5 22$93 vs&$62 NET 1$

~ ~ 0 ~ e

VNXT
QTY NEAS DESCRXPTXON

W/0 $ - A5$331$$3

ONE WEI L NOT PUNPINC, HAS POWER, CHECK ASAP
$3/31/$5 TRAVEL TO SITE AND CHECKED SYSTEM. CHECKED POWER
SUPPLY TO THE CONTROLS AND CHECKED CONDXTION OF MOTOR AND
LEADS, UNXT SHOWS DEAD SHORT ALL THREE LEADS, NEED TO PULL.

XIIVI".DK4 R+QFAW1% SSSLI&%k.B R&' ~'ST
$4/$2/$5 TRAVEl. TO SITE, NET JEFF Agn HEI.PED CLEAR ROADWAY
TO WELL SITE r SITE UP fglIST AND PULLED PUMP OUT. CHECKED
MOTOR AND Ful4P AND FOUND PUÃP-END LOCKED UP AND THE MOTOR
BURNT UP, W,SO NEED TO REPLACE WELL SEAL AND AT LEAST Ba'
4" OF DROP PIPE. HILL ORDER NEW PUMP AND SUPPLXES AND
RETURN AS SOON AS POSSXBLE ~

$4/$5/$4 TBAVFL TO SXTE, XNSTALLED GOULDS 2$$L3$ PUMP, 06-3
SUB CASLEr REPLACED 126 OF 4 DROP PXPEr AND TRIED TO SET
THE PUMP 315'. STOPFKD JuST SHORT, REMOVED ONE JOINT OF
PIPE AND SET ON WELI. SEAL. STARTED PUMP, CHECKED ROTATION
AND AMPERMIE, PI?MPED OFF WELL UNTIL CLEAR, AND RECONNKCTKD LTO SYSTEM. PVNP NOW SETTING +$4' DEEP.

36'' 7e brPl0lt eF l" l

A&$331$$3 3, 5$ HR CONNERXCAL SVC-LSR-REG/2 NEll 9$.ee
4.$$ HR CONNERCXAL SVC LBR-REG/3 NEN 12$.$$

lpga- 06 4-$$ HR ADDXTXONAL SUC. HELPER-REGULAR 2$.$$
ll Sl I Ofl tA IllWAT)TltAll} Ill)f „, &Pi II

p)~ &, 5$ HR CONMERCXAL EQUXPNENT RATE 3 + 4$.$$
g3~, '6 l $$ LS NATERXALS 5664.4$

8, 5$ HR CONMERCXAL SVC LSR-REG/3 MEN 12$.$$

y pg 'Ws, +
Finance Chargee Accrue N 1'k h Monthly.
If thie @+~up ~cbyoI pago&said party le
reepor'IlbTe Nr dpi% d5et"anS c5llectlcn lice@.

31.5.eli
4Be.$r
8$.$l

la
5, 664. ai
1,$2$.$i



81f82f1992 82: 88 883-831-9977

HICOtLL SIKllHNNS, INC.
P, O. BOX 668710
CHARLOTTE N C 'i6266-8710

6700 BROiOKSHIRE BLVD.
CHARLOTTE, N C. 28216
PH. 704-399-1506
FAX 704-398-2605

AAKE iAYLIE MOBILE PAGE 85

INVOICE'

NO.'

Pi x, ca a a in@ Iu u*)~r nowt
L CLOVER SC 297 1 0

4444 P 4FlkaJ PslW slVI~
T CLOVER SC 29710
E

~ ~ ~ ~ 0

04/07/05 22093
s

F01062 NET 3.0
~ I ~ ~ ~

UNXV
QTV ~W8 USSCRXPTXON

8. ':0 16t "HP~+W~&MMBQt ""' 20.$0 '
4. 0$ f% COMMERCIAL EQUIPIIFWr RATE 40.00

SALES TAX

770."00
160.00

340.76

'Inancs Charges Accrue At 1'h /o Qnnthly
' this account goes to collection said party is
sponsible for court cost:snd collection fess.

TAX NREM AIIOISIT
3am, 76 ' -' e,X&~."i;~



81/82I 1992 SB:88 B83-S31 "9977
AAKE I&IYLIE MOB?LE

g4 CNANel ~
2I4-218 8. WILLOW 8T,

8b» 284&
, ' QASTOHIA, N, C, 28054

QPIlfehaS4e SkeAu SaykPACe

7II4I867-63M 7044@1033

+. as 1e6+

PAGE l

DATE: y~zestO5

~e
COIJhl"%R CA9H

BALEEN

SASTQNIAq NG PG$5%

, A F
Cg&JM-&fFI I,.f)SH i&ALLB

SASTGt& l A, l&IC 28054

'CREDIT CARO

~ i

Tit013II'VN4l i:L-. 7@AN 8AKAKFR
»'*1o~ g /$5' g gA

RS5.90
i

El I

I&tl"'RCHAHDKSE

865~ eePocuae&4'4i Sl@584»P' 'B II''
CH6'CK/CARD 88538

l'RG Lal lT
'T'&&X TENDF. :,PPD Clif H 'NAf'X

18.F&'S acr. Sr.

TOTAL VWGHT.

R3. 81
TOTAL

307, .~S

COUNTER TICKET



81/82/1992 82:88 883"831-9977 ffitAKE WYLIE MOBlLE PAGE 83

84 ~1EI/28II5 16' 32 Fif.'& ALL 8ilrITHERS + 8838319t977 hlCI. '749 0882

ffific C4LL SRO'IBIRS, INC.
PO 8QX Reit'" o
("'JARLQMc " " "ff.:6f' e/10

b700 8ROOkl;I, IFf-" e VD
f.'!HARLOYTE hJ (' ~lf.'!&II
FfH, 75k-399. 'I506
FAX 704.398 it&"'C.

&

B
XthÃE WYLIS IK)BILE HONE PARK

L 1295 STATE LINE ROAD
L CLOVER Sc 2f.&rls

5 LAKE WVLZE l40XLK HONE PARÃ

I 1295 STATE g XNE ROAD

T CLOVER SC 29710
E

$4/18/$5 22229 NET ],S

$ ~
~ e4 1 I' '+y I e le ' ee

VWXT
QTY NEAS DESCRIFTXON

vwXT
PRICE

EXTENDED
PNXCE

W/0 0 - A9$4.I$$$9

ADDITIONAL SIC]" ING FOR 2$$L3$ PUMP

REI'ERENCE INVOICE itlO. 22093

$418OS 1, .$$ EA 2QSL3$ FtlNXf' mMD 3482, 45

SALES TAX

3,4B2. 49

2$a. 99

Finance Charges Accltie Rl 1'h' & IJJiorilhlg. TAX )@gal +(CUNT
'lthle accountgoesto coilectfg» said party Ls I 3,4$2.45 i 2$8. 95 3.69f .4$
'eeiloeeillt ~ fot ceuo coot ece I ciiecttcll fee o


